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STATE OF NEW MEXICO 
ENERGY AND MINERALS DEPARTMENT 

OIL CONSERVATION DIVISION 
STATE LAND OFFICE BLDG. 
SANTA FE, NEW MEXICO 

3 March 1982 

EXAMINER HEARING 

IN THE MATTER OF: 

The a p p l i c a t i o n of Bass Enterprises 
Production Company f o r a u n i t agree
ment, Lea County, New Mexico. 

CASE 
7494 

BEFORE: Daniel S. Nut t e r 

TRANSCRIPT OI- HEARING 

A P P E A R A N C E S 

For the O i l Conservation 
D i v i s i o n : 

W. Perry Pearce, Esq. 
Legal-Counsel to the D i v i s i o n 
State Land O f f i c e Bldg. 
Santa Fe, New Mexico 87501 

For the Applicant: T. Calder E z z e l l , J r . , Esq. 
HINKLE LAW FIRM 
Roswell, New Mexico 88201 
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I N D E X 

JENS HANSEN 

D i r e c t Examination by Mr. E z z e l l 3 

Cross Examination by Mr. Nutter 12 

DAVID SHATZER 

D i r e c t Examination by Mr. E z z e l l 14 

Cross Examination by Mr. Nutter 19 

E X H I B I T S 
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Appli c a n t E x h i b i t Six, Signature Pages 12 

Applic a n t E x h i b i t Seven, L e t t e r 11 

App l i c a n t E x h i b i t E i g h t , Operating Agreement 12 
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MR. NUTTER: We'll c a l l next Case 7494. 

MR. PEARCE: A p p l i c a t i o n of Bass Enter

p r i s e s Production Company f o r a u n i t agreement, Lea County, 

New Mexico. 

MR. EZZELL: Mr. Examiner, I'm Calder 

E z z e l l w i t h the Hinkle law f i r m of Roswell, representing the 

a p p l i c a n t , Bass. 

I have two witnesses t o swear. 

(Witnesses sworn.) 

JENS HANSEN 

being c a l l e d as a witness and being duly sworn upon h i s oath, 

t e s t i f i e d as f o l l o w s , t o - w i t : 

DIRECT EXAMINATION 

BY MR. EZZELL: 

Q. Would you s t a t e your name, residence, 

occupation, and employer? 

A. My name i s Jens Hansen. My residence 

i s 1104 Purdue i n A r l i n g t o n , Texas. My employer i s Bass 

Enterprises Production Company and I am D i v i s i o n Landman f o r 

New Mexico and west Texas. 

Q. Mr. Hansen, have you t e s t i f i e d before 
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the New Mexico O i l Conservation D i v i s i o n before and had your 

q u a l i f i c a t i o n s as an expert petroleum landman accepted? 

fl. Yes. 

MR. EZZELL: Are Mr. Hansen's q u a l i f i 

c a t i o n s acceptable? 

MR. NUTTER: They are. 

Q. Are you f a m i l i a r w i t h Bass Enterprises 

Production Company's a p p l i c a t i o n i n t h i s matter? 

A. Yes. 

Q. And what i s the nature of t h i s a p p l i c a 

t i o n ? 

A. We are seeking approval f o r our proposed 

Humble C i t y U n i t agreement, located i n Lea County, New 

Mexico. 

Q. Okay, do you have a p l a t of the lands 

covered by the proposed u n i t ? 

A. Yes. 

Q. From which you wish t o t e s t i f y ? 

A. Yes. 

MR. EZZELL: We would r e f e r you t o Ex

h i b i t Number One. 

Q. Just i n your own words, would you ex

p l a i n what t h i s p l a t shows? 

A. This p l a t shows t o t a l Bass acreage i n 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

5 

the lands covered by the map. I t also shows the proposed 

u n i t area, which i s 800 acres, and o u t l i n e d i n an orange. 

The proposed u n i t area also i s shown on 

an i n s e r t below the Humble C i t y U n i t Area, and i t i n d i c a t e s 

our i n t e r e s t i n each t r a c t and gives a l e g a l d e s c r i p t i o n of 

the proposed u n i t area as being the southeast q u a r t e r of 

Section 26, southwest quarter of Section 25, northeast 

quarter of Section 35, and the west h a l f of Section 36, a l l 

i n Township 17 South, Range 37 East. 

I t also i n d i c a t e s of the area w i t h i n 

the Humble C i t y — proposed Humble C i t y U n i t . The cross 

hatched area i n red i s fee or p r i v a t e l y owned lands and the 

cross hatched area i n green i s State acreage, which such 

State acreage c o n s i s t s of 40 percent of the u n i t and the 

fee, or p r i v a t e l y owned lands, c o n s i s t s of 60 percent of 

the proposed u n i t . 

Q. Was t h i s e x h i b i t prepared by you or 

under your supervision? 

fl. Yes, i t was. 

Q. A l l r i g h t . Do the lands,of the lands 

w i t h i n the proposed u n i t , do you have any unleased i n t e r e s t s 

A. Yes, there are unleased i n t e r e s t s w i t h 

i n the proposed area. 

Q. A l l r i g h t . One hundred percent of the 
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proposed u n i t area i s e i t h e r S ta te or fee — 

fl. Tha t ' s c o r r e c t . 

Q. — m i n e r a l - -

fl. That's c o r r e c t . 

Q. Do you have a u n i t agreement f o r t h i s 

proposed --

fl. Yes. 

Q. — area? I s t h i s u n i t agreement prepare 

on a form acceptable t o the Commissioner of Public Lands f o r 

the State of New Mexico? 

A. Yes. 

Q. Who i s designated operator of the u n i t 

agreement? 

A. Bass Enterprises Production Company. 

Q. What formations or depths does t h i s 

u n i t agreement cover? 

fl. Surface t o the top of the Mi s s i s s i p p i a n . 

Q. Okay. What p r o v i s i o n s does the u n i t 

agreement have f o r the d r i l l i n g of an i n i t i a l w ell? 

fl. The u n i t agreement, which i s E x h i b i t 

Two, provides f o r a d e s c r i p t i o n of the u n i t area and as you 

see, i t names BEPCO as the u n i t operator. 

I t provides f o r a t e s t w e l l t o be com

menced w i t h i n 6 0 days from the date of approval of the u n i t 
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agreement. 

Q. And BEPCO i s Bass Enterprises Production 

Company. 

A. That's c o r r e c t . 

Q. What p r o v i s i o n s does the u n i t agreement 

co n t a i n f o r a d d i t i o n a l development w i t h i n the u n i t ? 

A. I t provides t h a t a f t e r i n i t i a l discovery 

i s made a plan of development w i l l be submitted on an annual 

basis and reasonable development w i l l occur w i t h i n the u n i t 

area t o develop a l l productive acreage. 

Q. What i s the method of p a r t i c i p a t i o n , 

of working i n t e r e s t owners and r o y a l t y i n t e r e s t owners? 

A. Working i n t e r e s t owners and r o y a l t y 

i n t e r e s t owners are p a r t i c i p a t i n g on a u n i t b a s i s , which i s 

t o say, each i n t e r e s t , working i n t e r e s t owner and r o y a l t y 

owner who commits t h e i r i n t e r e s t t o the u n i t agreement w i l l 

p a r t i c i p a t e on a p r o p o r t i o n a t e — on a pro r a t a basis on 

production from each w e l l d r i l l e d w i t h i n the u n i t area. 

MR. NUTTER: I n other words, the e n t i r e 

u n i t i s the e n t i r e — 

A. Yes, s i r . 

MR. NUTTER: — p a r t i c i p a t i n g area. 

A. Yes. 

MR. NUTTER: Undivided. 
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A. I t ' s an undivided u n i t . 

Q. Do you have evidence as t o the number 

of working i n t e r e s t owners who have committed t h e i r lands t o 

t h i s proposed u n i t ? 

A. Yes. 80 — 86.54 percent of the workinc 

i n t e r e s t owners, which co n s i s t s of leased — leasehold i n 

t e r e s t and unleased minerals, have agreed t o p a r t i c i p a t e i n 

the u n i t operations. 

Q. How about r o y a l t y owners, what percentac 

have r a t i f i e d or committed t h e i r r o y a l t y t o the u n i t agree

ment? 

A. 84.36 percent of the r o y a l t y owners 

have committed t h e i r r o y a l t y i n t e r e s t t o the u n i t . 

Q. Have you provided the names and addres

ses of the r o y a l t y owners and working i n t e r e s t owners who 

have committed? 

A. Yes. 

Q. And these are on E x h i b i t s Number Four 

and Five? 

A. Right. 

QL What i s your E x h i b i t Three? 

A. E x h i b i t Three i s a r e c a p i t u l a t i o n of 

the i n s e r t on E x h i b i t One, which breaks down t r a c t by t r a c t 

the percentage of working i n t e r e s t owners, percentage of 
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r o y a l t y owners p a r t i c i p a t i n g on a t r a c t and u n i t b a s i s , and 

provides i n f o r m a t i o n on unlocatable i n t e r e s t s . 

Q. Explain the unlocatable i n t e r e s t s . You 

had mentioned e a r l i e r t h a t there were c e r t a i n i n t e r e s t s t h a t 

were uncommitted. 

A. That's c o r r e c t . 

Q. What i s the extent of these i n t e r e s t s ? 

A. Tracts 3, 4, and 5 conta i n on a u n i t 

basis 6.75 percent of the u n i t , which cannot be l o c a t e d , and 

these i n t e r e s t s are owned by i n excess of 75 owners, who a l l 

own less than a quarter acre, and we have spent i n the 

p r o x i m i t y of $7500 since l a s t June i n attempt t o f i n d these. 

We have been successful i n f i n d i n g many 

but 75 or approximately 75 owners are s t i l l o utstanding. 

Q. So you have 75 i n t e r e s t owners t h a t 

are unlocatable? 

A. That's c o r r e c t . 

Q. Each of these i n t e r e s t s are less than 

a quarter of an acre? 

A. We have -- have gone t o the t r o u b l e 

even t o order the probate records i n other s t a t e s , and have 

been unsuccessful i n these remaining i n t e r e s t owners. 

Q. You say t h a t 86.54 percent of the 

working i n t e r e s t owners have committed t h e i r i n t e r e s t and 
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84.36 of the r o y a l t y owners have r a t i f i e d the u n i t agreement, 

i s t h a t c o r r e c t ? 

A. That's c o r r e c t . 

Q. Do you have any evidence of the r o y a l t y 

owner r a t i f i c a t i o n ? 

A. Yes. 

Q. We would r e f e r you t o u n i t s i x , E x h i b i t 

Six, which i s many counterparts of the signature pages of the 

f u r t h e r r a t i f i c a t i o n of the r o y a l t y owners t o the u n i t agree

ment . 

Have you completed your e f f o r t s i n 

t r y i n g t o get uncommitted working i n t e r e s t owners and uncom

m i t t e d r o y a l t y owners t o j o i n i n p a r t i c i p a t i o n of t h i s u n i t ? 

A. No, we w i l l continue t o s o l i c i t the 

p a r t i c i p a t i o n of unleased mineral owners and leasehold owners 

t o p a r t i c i p a t e up t o the time we commence the d r i l l i n g of 

the w e l l . 

Q. A l l r i g h t . Has t h i s u n i t been i n f o r m a l l 

approved by the Commissioner of Public Lands? 

A. Yes, i t has. 

Q. Do you have any evidence of such appro

val? 

A. Yes, we have a l e t t e r dated February 

11th, 1982, signed by Ray Graham, g r a n t i n g p r e l i m i n a r y ap-
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p r o v a l as t o form and content. 

MR. EZZELL: We would r e f e r you t o Ex

h i b i t Seven. 

Q. Do you have anything else t o a i d the 

Examiner i n h i s d e c i s i o n i n t h i s matter? 

fl. We, yes, we have also brought a copy of 

our o p e r a t i n g agreement, which has been signed by the 

working i n t e r e s t owners, the l i s t as shown on our other 

e x h i b i t s , p r o v i d i n g f o r the operation of the u n i t area. 

Q. I n your o p i n i o n w i l l the present commit

ment, le v e l s , of commitment, a f f o r d the operator e f f e c t i v e 

c o n t r o l of the u n i t area? 

fl. Yes, i t w i l l . 

Q. And i n your o p i n i o n w i l l the approval 

of t h i s u n i t be i n the i n t e r e s t of. conservation, the p r e v e n t i 

of waste, and p r o t e c t i o n of c o r r e l a t i v e r i g h t s , and the 

prevention of the d r i l l i n g of unnecessary wells? 

A. Very d e f i n i t e l y . 

We also have a l e t t e r , a copy of our 

correspondence t o the i n t e r e s t owners, both r o y a l t y and 

working i n t e r e s t , which l i s t s t h e i r p a r t i c i p a t i o n on several 

places, which are t h a t they could e i t h e r lease or p a r t i c i p a t e 

and we gave them several options i n both regards. 

Q. Okay, the correspondence t o which you 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

12 

r e f e r has not been marked as an e x h i b i t . 

MR. EZZELL: We would be happy t o l e t 

you have a copy f o r your f i l e s but we d i d n ' t t h i n k i t had 

any p a r t i c u l a r e v i d e n t i a r y value. 

MR. NUTTER: Okay. 

Q. Except f o r E x h i b i t Seven, which was a 

l e t t e r from the Commissioner of Public — the o f f i c e of the 

Public Lands of the State of New Mexico, were a l l the ex h i b i t , 

you've discussed prepared by you or under your d i r e c t i o n ? 

A. Yes. 

MR. EZZELL: We would o f f e r E x h i b i t s 

Number One through Eight i n t o evidence a t t h i s time. 

MR. NUTTER: E x h i b i t s One through Eight 

w i l l be admitted. 

MR. EZZELL: I have no f u r t h e r question:; 

of t h i s witness. 

CROSS EXAMINATION 

BY MR. NUTTER: 

Q. Mr. Hansen, you have approximately 

13-1/2 percent working i n t e r e s t and 15-3/4 percent of the 

r o y a l t y i n t e r e s t t h a t i s not committed. 

Now these are these small t r a c t s t h a t 

you haven't been able t o lo c a t e some of the p a r t i e s . Have 
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any — have you located any of those p a r t i e s and they have 

declined? 

A. Yes, s i r , we have. We have one lease 

t h a t covers 18 acres and the r o y a l t y owner has declined t o 

p a r t i c i p a t e , which we w i l l honor, and a t such time as we 

d r i l l the t r a c t under which he owns an i n t e r e s t , he w i l l be 

t r e a t e d as — has f u l l i n t e r e s t under h i s p r o r a t i o n u n i t . 

Q. Under t h a t p r o r a t i o n u n i t , 

fl. Yes, s i r . 

Q. But he won't be p a r t i c i p a t i n g i n the 

p a r t i c i p a t i n g area. 

fl. No, s i r , no, s i r . 

Q. He' s not under the State lease where 

the f i r s t w e l l i s going t o be d r i l l e d ? 

fl. No, s i r . 

MR. NUTTER: Are there any other ques

t i o n s of Mr. Hansen? He may be excused. 

DAVID SHATZER 

being c a l l e d as a witness and being duly sworn upon h i s oath 

t e s t i f i e d as f o l l o w s , t o - w i t : 
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DIRECT EXAMINATION 

BY MR. EZZELL: 

Q. Would you s t a t e your name, your r e s i 

dence, occupation, and employer? 

A. My name i s David Shatzer. I'm l i v i n g 

a t 2908 Shady Springs D r i v e , A r l i n g t o n , Texas. 

MR. NUTTER: How do you s p e l l your l a s t 

name, please? 

A. S-H-A-T-Z-E-R. 

MR. NUTTER: Thank you. 

A. I'm employed by Bass Enterprises Pro

d u c t i o n Company as an e x p l o r a t i o n g e o l o g i s t . 

Q. Would you give a b r i e f summary of your 

education and employment experience? 

A. I received my Bachelor of Science de

gree i n geology a t Mt. Union College i n A l l i a n c e , Ohio. 

I received my Master of Science degree 

i n geology a t Ohio State U n i v e r s i t y i n Columbus, Ohio. 

Q. When d i d you graduate from these i n s t i 

t u t i o n s ? 

A. From Mt. Union w i t h a Bachelor's degree 

i n 1974 and w i t h my Master's degree from Ohio State i n 1976, 

I thereupon took a job w i t h A t l a n t i c 

R i c h f i e l d and worked i n the ARCO O i l and Gas o f f i c e i n Midlah 
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Texas f o r three years as an e x p l o r a t i o n g e o l o g i s t i n both 

west Texas and predominantly mostly southeast New Mexico. 

I n 1979 I took a job w i t h Bass Enter

p r i s e s Production Company i n F t . Worth, and my assignment 

has been s i m i l a r , s i m i l a r l y c o n c e n t r a t i n g i n west Texas and 

southeast New Mexico. 

MR. EZZELL: We would o f f e r Mr. Shatzer 

as an expert i n the f i e l d of geology. 

MR. NUTTER: Mr. Shatzer i s q u a l i f i e d . 

Q. Are you f a m i l i a r w i t h the a p p l i c a t i o n ? 

A. Yes, s i r . 

Q. Pending i n t h i s matter? What does i t 

seek? 

A. We are proposing -- we are proposing t o 

get a State u n i t over 1-1/4 sect i o n s . We are proposing the 

d r i l l i n g of an 11,350 f o o t Strawn t e s t , t o be located i n the 

northwest corner of Section 36, 990 from the n o r t h l i n e and 

660 from the east — from the west l i n e . 

Q. And t h a t i s i n the State-owned acreage? 

A. Yes, s i r . 

Q. Okay. Do you have any g e o l o g i c a l e v i 

dence t o support the l o c a t i o n proposed by you of t h i s — of 

t h i s u n i t ? 

A. Yes, I do. I have the geologic map whic 
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i s the s t r u c t u r e on top of the Strawn limestone. 

Q- Would you r e f e r t o t h a t , please? 

A- This i s a s t r u c t u r e map contoured on the 

top of the Strawn limestone. The contour i n t e r v a l i s 100 

f e e t . 

I n the lower righthand corner I have a 

2-log cross s e c t i o n from the nearest producing f i e l d , the 

Humble C i t y Strawn F i e l d . The two w e l l s are located i n Sec

t i o n 15. That's the Harding Shaw No. 1 and the Burns Shipp 

15, and I've shown these f o r the purpose of showing the top 

of the u n i t t h a t I've mapped. This i s the massive Strawn 

limestone t h a t ' s producing i n t h a t f i e l d . 

The Harding Shaw was a producer, having 

produced over 411,000 b a r r e l s of o i l , and the Burns Shipp 15, 

w i t h a somewhat t h i n n e r s e c t i o n of Srawn limestone w i t h no 

p o r o s i t y development, and was a dry hole. 

The v e r t i c a l scale on these logs i s 

one inch t o 40 f e e t and i t ' s a s t r u c t u r a l cross s e c t i o n hung 

on the -7700 f o o t s t r u c t u r a l datum. 

The Strawn producing w e l l s are shown i n 

sky blue. The Strawn i s o i l productive i n s t r a t i g r a p h i c pods 

of p o r o s i t y and these pods of p o r o s i t y are found i n several 

places along a northward plunging a n t i c l i n e i n the Lovington 

area. We c a l l i t the Lovington nose, the Lovington a n t i c l i n e 
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There are the contours on the Strawn, plunging northward. 

The Strawn f i e l d s are aligned along the f l a n k of t h i s s t r u c 

t u r e . Here i s the w e l l showing the Humble C i t y Strawn F i e l d , 

the Midway Strawn F i e l d , Casey Strawn F i e l d , and then f a r t h e r 

t o the n o r t h , o f f the scope of my map, i s the Northeast 

Lovington and Lovington Penn or Strawn F i e l d , a l l the same 

u n i t t h a t Lovington i s producing down here. 

On a l o c a l scale the Strawn limestone 

seems t o b u i l d up where i t can get prod u c t i v e . I've shown 

t h a t i n the nearest producer, the Harding Shaw Well, t h a t 

i t i s t h i c k e r by some 30 f e e t than one l o c a t i o n , one l o c a t i o r 

away. 

Also, t h i s s t r a t i g r a p h i c b u i l d up where 

the Strawn i s pr o d u c t i v e , we can also see i n the s t r u c t u r a l 

mapping, shown on t h i s map, we see a nose a t the Humble C i t y 

F i e l d , a nose a t the Casey F i e l d . We see noses up i n the 

Lovington area., and also a t the Midway F i e l d . We not only 

see nosing but we do see some s t r u c t u r a l c l o s u r e , which 

seems t o i n d i c a t e the s t r a t i g r a p h i c b u i l d up t h a t we see 

i n several producing areas. 

There i s no w e l l c o n t r o l i n the south 

h a l f of 17, 37. There's these two t o three f i e l d s i n the 

nor t h p a r t of t h i s township but the southern p a r t of the 

t a nship has no w e l l s . There's only i n the n o r t h p a r t of 
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Section 22 i s the S t a l l w o r t h Maralo State, which was the 

l a s t step-out coming down from Humble C i t y . 

So there i s no w e l l c o n t r o l i n the 

southern p a r t of t h i s . Therefor, we had t o Bass shot an 

ex c l u s i v e program of seismic data i n and around our proposed 

u n i t . I t i s on the basis of the seismic data t h a t we see 

s i m i l a r c o n d i t i o n s t h a t have had production up i n these othe 

f i e l d s . That i s t o say t h a t we see the nosing, the p u l l - o u t 

of the Strawn s t r u c t u r a l contours, we a c t u a l l y see some 

th i c k e n i n g i n the u n i t area, and we f e e l t h a t the anomalous 

c o n d i t i o n s t h a t we've seen on our seismic are w e l l centered 

w i t h i n what we would l i k e t o propose as our u n i t area. 

0- Mr. Shatzer, was t h a t e x h i b i t prepared 

by you? 

A. Yes, i t was. 

Q. I n your o p i n i o n w i l l the approval of 

t h i s u n i t be i n the i n t e r e s t of conservation, the prevention 

of waste, and the p r o t e c t i o n of c o r r e l a t i v e r i g h t s , and the 

prevention of the d r i l l i n g of unnecessary wells? 

A. Yes, i t w i l l . 

MR. EZZELL: We would tender E x h i b i t 

Nine i n t o evidence a t t h i s time. 

MR. NUTTER: E x h i b i t Nine w i l l be ad

m i t t e d i n evidence. 
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MR. EZZELL: And I have no f u r t h e r ques

t i o n s of t h i s witness. 

CROSS EXAMINATION 

BY MR. NUTTER: 

QL Mr. Shatzer, the whole prospect i s 

based on t h a t seismic i n t e r p r e t a t i o n of t h a t nose and t h a t 

t h i c k e n i n g i n Section 35 and 36, cor r e c t ? 

A. Yes, i t i s , f o r the d e l i n e a t i o n of 

p u t t i n g the f i r s t w e l l r i g h t here, i t c e r t a i n l y i s . The 

subsurface c o n t r o l down t o t h i s p o i n t , of course, could be 

ge o l o g i c a l and the theory by which we would explore down 

here are based by what we've seen up here, but the a c t u a l 

l o c a t i o n i s based on the seismic. 

Q. And the shape and size of the u n i t 

w i l l tend t o conform t o the s t r u c t u r e as your seismic picture: 

shows i t . 

A. Yes, s i r . 

Q. I see. 

MR. NUTTER: Any other questions of 

t h i s witness? He may be excused. 

Do you have anything f u r t h e r , Mr. 

Ezzell? 

MR. EZZELL: No, s i r , I do not. 
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MR. NUTTER: Does anyone have a n y t h i 

they wish t o o f f e r i n Case Number 7494? 

We'll take the case under advisement 

(Hearing concluded.) 
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